DEc 16 194% 


gus. ADM, 


BAORIGAGE BANKER. 


1941 














VOL. III—No. 24 DECEMBER 15, 








Why I Rate Moral Responsibility Equal 


to Security in Mortgage Loans 


This institutional lender puts heavy 
emphasis on the character and family 
life of the applicant for a mortgage 


GOOD loan is one that is repaid in 
A full according to its terms. A child 

of grade school can under- 
stand that definition; and I don’t think 
any lender will find much fault with it. 
However, the problem of determining 
what is a good loan is not so simple. Daily 
we call upon our past experience, our 
knowledge of human beings and many 
other factors in an attempt to select good 
loans. Here’s one part of the problem: 


re 
age 


In approving single residence loans, 
what ratio is necessary between the moral 
responsibility and credit standing of the 
borrower and the physical security of 
the property? 


Almost all lending companies require 
credit reports on applicants. They serve 
somewhat the same purpose as a physi- 
cian’s thermometer, indicating whether 
a good or bad condition exists. 


Personally, I give great weight to 
moral responsibility of the borrower in 
considering an application. In fact, I 
consider it of equal importance with the 


physical security offered as collateral 


By C. C. STAYMAN 


It is important to know the borrower's 
attitude toward his obligations. Does he 
have a real desire to acquire a home and 
will he make real sacrifices to retain it? 





LTHOUGH it’s usually a 

more difficult thing to ac- 
curately appraise than the prop- 
erty itself, the character of the 
applicant is just as important, 
says the author. Here he sets 
forth some of his views of the 
“social” problem involved in 
mortgage lending. Mr. Stayman 
is financial vice president of 
The Western & Southern Life 
Insurance Company of Cincin- 
nati, 





Unforeseen developments often arise, 
such as sickness and unemployment, 
which make it impossible for a borrower 


to fulfill his obligations to the letter; 


but if he has the proper attitude toward 
his obligations he usually can be helped. 
If he doesn’t, the chances are even that 
faced with a fore- 


the lender will be 


closure. 


I strongly advise against making loans 
to a borrower whose past record is not 
good, with the hope of reforming him. 
If the credit report discloses that he has 
a record of slow pay, the chances are 
that he will continue a slow payer. As is 
usually the case with drunkards, reforma- 
tions are not of long duration. A his- 
tory involving legal actions is usually a 
danger signal. Has he been sued by the 
butcher, grocer or department stores? 
If he has, don’t be surprised if you have 
to sue him to collect his mortgage obli- 
gations. 


It is helpful to know something of the 
borrower's home life. This information 
can usually be obtained by a few discreet 
inquiries. Does he have the right attitude 
toward his family? If he mistreats his 
family, you can be quite certain that he 
will mistreat the property constituting the 
security for your loan. 


After receiving and analyzing a credit 
report, it seems foolish to me to accept a 
loan if the indications are that the 
borrower is not the type of person with 
whom you would like to do business. We 
have all made mistakes in the past; and 

(Continued page 7, column 2) 
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Are Lower Amortization Rates 


for Income Property Sound? 


If there is a trend in this 
direction, how should lenders 


view the practice at this time: 


HY should there be any amortiza- 

tion? Is it in the interest of the 

lender only that amortization is 
required or is it in the owner's interest 
as well? 

First consider the lender’s viewpoint: 

By the nature of the contract, the lend 
er surrenders certain speculative profits 
to the equity owner in return for a mar 
gin of security whatever that margin may 
be. The idea that the mortgage gives to 
the lender only a preferred interest in the 
property in perpetuity (an idea encour- 
aged in recent years by moratoria legis- 
lation and judicial indulgence) is funda- 
mentally in conflict with the old-time 
honesty that a debt is a promise to pay 
and that the inducement for the loan 
is the expectation of that payment. 

If the lender makes the loan in this ex 
pectation, it is in his interest to take the 
payments from the borrower's income or 
from the income of the security pledged 
and not rely on the expectation that the 
owner can borrow elsewhere when the 
lender expects his payment. 

From the lender’s standpoint there is 
a further reason for amortization in that 
urban real estate, once improved, is more 
likely to decrease than increase in value 
over a long term. The increase in land 
value seldom offsets the decline in build 
ing value; and when, in the exceptional 
case, this does happen, the borrower 
profits and the lender has his loan paid 
when he doesn’t want it. 

Now consider the owner's interest: 

Since a debt is a promise to pay and 
not a promise to renew, the interest of 
the debtor in the property pledged is in 
jeopardy until the pledge is redeemed. 
It is in the interest of the owner there- 
fore to protect himself against the loss of 


? 


By FRANK D. HALL 


his equity by regular instalments and 
thus place himself in strong position to 
negotiate for relief with his lender when 
unpredictable reverses come upon him. 





V R. HALL needs no intro- 

duction to the readers of 
The Mortgage Banker or mem- 
bers of MBA. He is chief ap- 
praiser of The Equitable Life 
issurance Society of the United 
States, New York. He has been 
quoted frequently in these pages 
in recent years. The theme of 
this article is amortization rates 
for suburban and central retail 
“hot spot” properties and mod- 
ern apartments of 18 units or 
more. But the article discusses 
a good deal more than that, all 
of which you will find very 
timely today. 





A careful study of broad lending 
experience during the past depression 
clearly shows that the mortgagor who 
had reduced his debt in regular though 
modest instalments was, as 2 rule, able to 
sit down with his lender and work out 
1 relief program that saved his equity. In 
our own institution foreclosures of mort- 
gages that had been amortized in regular 
instalments over a period of three years 
or more before default occurred were 
the exception and not the rule. It was 
the loan recently made, before amortiza- 
tion had been effective or where no amor- 
tization was required that went into fore- 
closure. Honest borrowers always lose 


by foreclosure. The occasional chiseler 
who may profit thereby does not merit 
our consideration. 

With these thoughts in mind, then, 
let us examine the question on which 
the observations in this article are based. 

First, is the growing practice of ac- 
cepting lower amortization rates on 
mortgage loans upon income property 
fundamentally sound? I do not admit 
that the assumptions in this question are 
altogether true. In New York and New 
England where no amortization was the 
rule prior to about 1932, the acceptance 
of 2 per cent as a standard amortization 
in any case is an improvement and a 
trend in the right direction. Some lend- 
ers are demanding even more than 2 per 
cent. 

It seems more likely that the question 
arises out of the tendency of the New 
York influence to permeate the rest of 
the country; but I am not conscious of 
any marked trend toward lower amorti- 
zation except on loans secured by assign- 
ment of the lessor’s interest in long-term 
chain store leases. That arises out of the 
New York City influence since the mar- 
ket for such properties is largely a New 
York market even though the property 
is in some remote corner of the country. 

Second, what are sound amortization 
rates? The margin between market value 
of the security and the loan thereon is 
that which the lender deems sufficient to 
protect himself— 

(a) against errors of judgment of 
the appraiser market 
value can never be measured 
with precision. 


since 


(b) against the accruals in the debt 
during a grace period after de- 
fault and subsequent fore- 
closure and redemption, such 
as taxes and interest. 

(c) Cost of acquisition, foreclosure 

expenses, etc. 

Decline in value of the proper- 

ty pledged which seems un- 

avoidable whenever fore- 
closure occurs. 
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The amount of amortization in any 
case, therefore, should be such as seems 
sufficient to maintain a safe margin until 
the loan is paid. This amount depends 
upon how wide the margin appears to be 
at the beginning and a forecast of the 
most likely decline in value during the 
lcan term. 


Vast Changes Underway 


Difficult as it appears to agree upon 
the margin between the loan and the 
market value of the property at the be- 
ginning, it is even more difficult to agree 
upon a forecast of the probable decline 
in value. Each property is its own prob- 
lem. The future prospects for no two 
of them are exactly alike because no two 
properties are exactly alike. Exceptions 
therefore must be made in all our gen- 
eralities. However, we can rationally ob- 
serve from past experience and present 
trends the following probabilities: 

1. A long-term trend in the value of 
improved urban property is probably 
down and not up. Physical depreciation 
and functional and economical 
scence are to be expected. 

2. We in America are a restless peo- 
ple desiring the new and disdaining the 
old. This natural tendency is accelerated 
by improved transportation enabling us 
to go farther out from urban centers to 
find the new, and urban values are fol- 
lowing this trend. Therefore we have 
the prospect of shifting values from the 
old to the new. 

3. This shift of values is more pro- 
nounced in metropolitan areas and in 
communities of rapid growth. Relative 
stability in urban values is more likely 
to be found in those cities under 100,000 
population, preferably under 50,000 with 
a record of slow but consistent growth. 
Shifts are more pronounced and more 
dangerous to stability in the dynamic 
city, and at the present time, in those 
cities now enjoying a growth because of 
defense activity, as well as the large 
metropolitan centers. Here is where 
amortization should be relatively large. 

4. We have always had and it is rea- 
sonable to expect cycular changes in 
values following booms and depressions. 
Foreclosures and loss of equities always 
occur in the period following the boom 
and while rising values come slowly, de- 
clines come rapidly. There is every in- 
dication that we are now entering a 


obsole- 


period comparable to a boom in urban 
values when demand, spurred on by large 
income and spending, will exceed nor- 
mal supply. It is especially important 
therefore at this time that both borrower 
and lender frame the mortgage terms in 
anticipation of the depression that we 
must expect in the post war period. 

Keeping in mind all of the foregoing, 
here is my attempt to estimate or ap- 
proximate a general standard of sound 
amortization rates on three types of prop- 
erties suggested in the question: 

First, income property in 
“hot spot” locations: 


suburban 


Assuming a limit loan on the apprais- 
al I would say that the rate of amortiza- 
tion depends somewhat on how well an- 
chored the location may be and the length 
of the loan term. If the location has re- 
tail support for at least one block on 
each side of the property and therefore 
near the center of high rents and values, 
I would suggest a loan reduction to about 
55 per cent or not over 60 per cent of 
the value when the loan is made during 
the first five years and to not over 50 
per cent by the end of the 10th year 
(45 per cent preferably) and to not over 
35 per cent by the 15th year with com- 
plete amortization in 20 to 25 years. In 
other words, from 3 per cent to 4 per cent 
per year depending upon how well an- 
chored the location may be. 


Central “Hot Spot” Rates 


Second, income property in central re- 
tail hot-spots: 

By this we mean the downtown or 
main business district. With the grow- 
ing trend of decentralization in the larger 
cities I would make the distinction be- 
tween the Chicago Loop or the Broad- 
way of Los Angeles or the Euclid Ave- 
nue of Cleveland as compared with the 
main street of a stable, slowly growing 
community like Madison, Wis., or 
Raleigh, N. C. These cities are men- 
tioned not because of any outstanding 
characteristics of their own but by way 
of illustration. I would also make a dis- 
tinction as between a 100 per cent area 
strongly supported on each side and the 
property in an edge location where the 
future is less certain. Loans on pre- 
ferred locations in the preferred cities 
made originally for maximum amounts 
may take amortization as low as 2 per 


cent but 3 per cent per annum preferred, 
increasing in the less preferred cities and 
on edge locations to as high as 5 per 
cent. Loans collaterally secured by as- 
signment of lessor’s interest in long term 
leases to nationally known chains operat- 
ing in enough States so that anti-chain 
store legislation in any one State would 
not materially affect its general credit, 
would take a minimum rate of amorti- 
zation. 


As to Apartments 


I am assuming the assignment is so 
drawn as to legally prevent modifications 
or anticipations of rentals without the 
lender’s consent. When such loans are 
made for long terms, 20 years being quite 
common now, it would seem that the ap- 
praisal should reveal what the property 
would be worth without the benefit of 
the lease so as to assist a lending officer 
in measuring the amortization necessary 
to reduce the loan to a figure well mar- 
gined without lease benefits during the 
term of the lease. 

If there is any excuse for levei pay- 
ments increasing amortization as interest 
decreases it would be in those cases where 
a net chain store long-term lease is thus 
assigned but in such cases amortization 
should, in my opinion, seldom be less 
than 2 per cent in the early period of the 
loan and on a plan with complete amor- 
tization in not over 25 years. From the 
foregoing it will be seen that the rates 
suggested vary from 2 to 5 per cent per 
year, illustrating the difficulty of stand- 
ardization without considering each 
property as a separate problem. 


Third, modern apartments of 18 or 
more units: 


Style, gadgets and neighbors are the 
factors that make it possible to get more 
rent in one apartment than another. All 
these factors change and every change 
brings lower rents and values. While 
retail properties suffer because of neigh- 
borhood changes and very little from 
building depreciation, apartments suffer 
from both. Therefore larger amortiza- 
tion seems logical. Four per cent on 
maximum loans should be a minimum 
and outside of New York and New Eng- 
land appears to be the most commog rate 
today with 5 per cent not unusual. The 
idea that less amortization is needed on 

(Continued page 8, column 2) — 
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What MBA’s Farm Mortgage 


Committee [s Doing 


By GEORGE H. PATTERSON 


OR the past two years one of the 
F most active MBA Committees has 
that on Farm Mortgages 
headed by Past President S. M. Waters 

Minneapolis, and from present indi 


cations this activity is to be increased 

during 1942. The coming year promises 
; | | 

to D n important one in all branches of 


farn conomy The 
prices threat 


war, rising farm 


inflation, revised farm 


ind, t urs the eventual 


wisiation 


of the Fulmer bill or some 


nition 
os , 
ir measul ull Cf mbine t make ita 
itch farming 
. 1 
MBA's Farm Mortgage Committee has 
mad series of exhaustive studies and 
stigations in farm credit extending 
ver the past two years 
In his report to the New York Con 


Mr. Waters reviewed th I 

' f ¢) Con if 3 rk du } 
t wo years in its study of a pla 
t I t irl nortgag n i 
t r mut rtgage insurance 
1 that now in effect r FHA 
f ins. He declared that it had 
riginal intention of the Com 
nN ! mendment to the 

N Housing Act to mak lis pos 
| Act had originall vided for 
loans d FHA set 
I tol DI ns I them 
Tl sso Ta Waters dk red, have 
I ‘ 1 ver f the 
he f the t eu lly at 
t to farm rtgage investors. The 
weakne ss, Mn said, seer ed t lie in Sec 
tion 203D of the Act 


After long investigation, the FHA de 


ided not to include the amendments in 


recently asked of congress. Waters 
lid not criticize the de 
as further investigation 


those 
declared that he 
cision inasmuch 
revealed that there had developed a seri 
ous question whether a system of farm 
mortgage insurance actually belongs in 
FHA’s present organization 

The Committee has finally concluded, 
that section 203D of the pres 
ent National Housing Act is wholly in 
farm 


however, 
basis for 
that 
FHA 
for handling such financing 

Hence 
it hopes will be embodied in legis 


idequate as a insuring 


under present day 


is not the vehicle 


and 


mortgages 


conditions the 


the Committee is drafting plans 


which 


lation creating an independent agency 


to insure farm mortgages and which 


would accomplish much the same thing 
done for 


FHA 
] 


He continued 


for farm loans as has 


} 
esidence loans 
‘In shaping the 


policy of operation, 


the adequacy of the insurance 


t | 


meet tosses 


premium 


should be the first con 
That, and the care in selec 
ind the valuation of 
1 | 

should be 


rather than any g 


sideration 
tion of loans the 
ecurity what the insured de 
nds upon, vernment 
With these principles in mind 


for a bill 


prepared an outline 


ve hav 

sstablish a system of mutual mortgage 
nsurance for farm loans.” After ap 
proval of the Association, the proposed 


tion will be offered for the con 
sideration of 
Mr. Waters declared the Association's 


“middle-of-the 


He said their 


congress 


Yommittee was taking a 


Pe : 
I” view in their work 


AL 
nvestigations revealed that a few believe 
the government has no _ business in 
lending on real estate and mortgages and 


should get out of the field entirely while 


% NEWS OF WHAT’S HAPPENING 
AMONG MBA MEMBERS AND 
OUR LOCAL 


ASSOCIATIONS 





that 
lines of private business are so intimately 
connected with the general welfare that 
they must be regulated and that farm 
financing is in this class. The Committee 
is following a liberal policy, he said, and 


another group is insistent certain 


is proceeding on the basis that intelligent 
cooperation between the government and 
private interests can provide a plan which 
will prevent private capital from being 
driven entirely from the farm mortgage 
field. In his report he paid high tribute 
to the cooperative feature of farm financ 
ing and its successful experience of more 
than 60 years. But he added: 

“There is evidence that, at this time, 
the cooperative method in farm mortgage 
lending is on trial and is at a point where 
it must either go wholly into government 
hands or stand on its own feet and be 
guided by business principles and sound 
economics.” 

Since the New York Convention the 
MBA national office has sent members 
several bulletins which tell, in a chrono 
logical order, what this MBA group has 
been doing. On August 4th we had pre 
viously sent a digest of the Fulmer Bill 
(Legislative Service No. 113). After the 
New York Convention we sent a report 
on the Farm Loan Conference in Wash 
ington, D. C. on September 26 at which 
Mr. Waters and then President Dean R 
Hill represented MBA. This meeting 
had been called by Governor Black of 
the FCA to look into the possibility of 
undue inflation in farm land values. 

Next followed an exchange of letters 
between Mr. Waters and Congressman 
Clifford R. Hope and copies were sent 
to all MBA members. On November 
4th we addressed a Legislative Service 
(No. 115) to all members urging opposi 

Another 
form 


tion to the Fulmer legislation. 
digest in somewhat different 
attached with names of all members of 
the house agricultural committee and a 
list of MBA State Chairmen of our Fed 
eral Legislative Committee. Four days 
later we supplemented this communica 
tion with a letter from this writer urging 
all city lenders as well as farm men to 
weigh the implications in the bill and act 
at once to make their views known. T 


Was 
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this was attached a copy of Mr. Waters’ 
statement before the house agricultural 
committee. The last communication in 
this two-months’ series was on November 
27th letter from this 
writer with copies of an exchange of let 
ters between Mr. Waters and W. R. 
Ogg, director, American Farm Bureau 
Federation. 

(We haven't reviewed the theme of 


because 


when we sent a 


these various communications 
MBA members received them all. If you 
didn’t, please advise.) 

That about brings us up to date on 
the recent activities of the MBA Farm 
Mortgage Committee; the next com- 
ments to be published in this space will 
detail the plans and proposed action of 
this group. The outline of a proposed 
bill to establish a system of mutual in- 
surance for first real estate mortgages 
on farm lands is available. Write the 


national MBA office for a copy. 


The Senate Bill 


In the meantime hearings in the house 
have been concluded on the Fulmer bill 
and the senate bill (S 1797, sponsored by 
Sen. Bankhead of Alabama) is now in the 
Senate committee on banking and cur- 
rency 

Curiously enough, the senate bill car 
ries the names of the 16 senators who are 
sponsoring it. They are: Senators Bark 
ley, Hughes, Herring, Smathers, Downey, 
Wheeler, Caraway, Bilbo, Stewart, 
Bunker, Pepper, Mead, Schwartz, Hill, 
LaFollette and Lee 

President Frederick P. Champ, in a 
statement to the press several days ago, 
declared: 

“Every mortgage lender, banker, busi 
ness man, and citizen ought to fully sup- 
port the national organizations in 
their opposition to the complete elimina- 


farm 


feature in our 


Under the 


tion of the 
agricultural system. 


cooperative 
present 
Fulmer 


erative 


legislation the average coop 


borrower will have such a small 
share of responsibility in the success of 
the system that he could be expected to 
take almost no interest in it except to ob 
tain a loan. 

“The bill will, in effect, permit the 
government to entirely absorb the na- 
tion’s farm mortgage credit system by 
making permanent the emergency mea- 


75 per cent of the ap- 


sure of lending 


praised value of farm lands. It will con- 
vert the Federal Land Bank system from 
an institution owned by farmers and f- 
nanced by capital secured in the open 
market into a system operated by the 
government with public funds. It pro 
poses a fixed interest rate of 3! per 
cent on farm loans for the next five years 
which is out of line with what urban peo 
ple have to pay now for home financing 
and with what business men have to pay 
for loans. 


“The Fulmer measure means far 
greater control of farm financing in 
Washington than has ever been sug 


gested in the past—and alert farm or- 
ganizations have been quick to see this 
subtle threat to local management. 


“The biil closely resembles the old de- 
feated Jones-‘Wheeler measure. It has 
the earmarks of another appeasement case 
and surely the disappointments of that 
policy must be fully appreciated by now 
An original principle behind the mea- 
sure was re-adjustment or scale-down of 
debts; and if that is introduced into the 
farm loan field, it may spread to other 
government-subsidized lending and gov 
ernment-insuring Who 
say that it won't eventually spread to 


agencies can 


private contracts? 


Will Help Defense 


“Although it purports to do so, it most 
emphatically does not relieve the gov 
ernment from continued subsidy in the 
farm mortgage field. It does not relieve 
the government from the burden of con 
tributing public funds for working capi 
tal. We are in no depression emergency 
today. The government ought to relieve 
itself of this continued burden while it 
can and when its resources and credit 
are so badly needed for defense pur 
pt ses. 

“Now, 
manpower and wealth are being mobil- 
effort, this 
many have 


while the nation’s energies, 


ized for great defense 
complicated bill is proposed 


somewhat the 


our 


observed—in same man 


ner as prohibition was. 

“It ought to be laid aside for consider 
ation in a calmer and more normal at 
mosphere. 
well mean the beginning of a cycle of 
socialistic experiments that will make a 
mockery of many of the promises men 


Passage of this measure may 


live by today—such as the time-honored 
relation between debtor and creditor. 


“Those who have studied the trend of 
mortgage financing these past fifty years 
well know that trends first appear in 
the farm field. To introduce fixed rates 
below the current market, greater gov- 
ernment subsidy, tight government con- 
trol, and methods of destroying the ob- 
ligation between debtor and creditor, 
mean that these may well show up later 
in probably greater extremes in all types 
of lending for private purposes.” 


Another View 


A spokesman for the United States 
Savings and Loan League declared: 

“Again, for many years, the League 
has given attention to the development 
of centralized agricultural credit in 
Washington because it certain 
that if the agricultural credit is socialized, 
the next step is likely to be socialization 
of urban mortgage credit and perhaps 
all other credit, including all credit now 
created and administered by banks and 
insurance companies. 


seems 


“There has never been a more appro 
priate time to call a halt to this trend 
and to resist proposals such as this Ful- 
mer-Bankhead legislation to increase 
amazingly the non-defense expenditures 
of government and expand non-defense 
government credit. 

“This nation has undertaken in its own 
self-interest the defeat of Hitler and all 
that his Nazi system stands for, and first 
things should come first and proposals 
of this character should not even be seri- 
ously considered or debated at such a 
time of national crisis.” 


Cincinnati MBA members heard Les- 
lie K. Van Frank, housing priorities ex- 
aminer of the local OPM office, give an 
address on priorities at their recent meet 
ing. Dinner preceded the meeting and 
following Mr. Van Frank’s speech an 
open forum discussion followed. C. P. 
Kennedy, secretary, sent The Mortgage 
Banker a full transcript of the address and 
discussion. This is an idea that probably 
could be more generally followed. Pri- 
orities and defense housing are subjects 
full of facts, figures and statistical data 
and addresses on them are adaptable te 
recording for future reference. 








The Mortgage Banker e 


December 15, 1941 





1941 Membership Drive Gets Into Action 


Under Direction of C. Armel Nutter 


MBA's new membership drive is get 
ting underway under the direction of 
C. Armel Nutter of Camden, N. J. The 
drive this year will be as vigorous as in 
the past little added stimulus 
thrown in because of the additional serv 
ices of the national office and the charac 
ter of present-day conditions 


with a 


A plan of procedure has been sent 
to all membership chairmen which will 
enable them to present the story of MBA 
in the most effective manner. The Asso- 
ciation also announces the second print 
ing (revised version) of His Initials Are 
M.B.A., a brochure published late last 
Spring especially for membership work. 
An adequate supply of these are avail 
able 
them to advantage in solicitation 

New MBA members admitted at the 
30th - Governors 


for members who feel they can use 


September Board of 
meeting include 


Local Associations 


Charles [| Schenck, Secretary 

Mortgage Bankers Association of Columbus 
Cc ) Ohio 

H. Duff Vilm, Secretary 


Indianapolis Mortgage 
Indianapolis, Indiana 
Associate 
James Cc Reasner, 
The Cuyahoga Abstract 


Association 


Members 
President 


Title and Trust 


1 Ohio 


Cleveland, 


Re gu Me mbe rs 
James W. Cotts 
Pittsburgh, Pennsylvania 
W. H. Pitts, Vice President 
Molten, Allen & Williams, Inc 


Birmingham, Alabama 

Ernest L. Bartelt, President 

West Jersey Title and Guaranty Company 

Camden, New Jersey 

William Shapiro 

]. 1. Kislak, Inc 

Jersey City, New Jersey 

]. Maxwell Pringle, Manager 

FHA Mortgage Department 

Stern, Lauer & Company 

New York, N. Y 

Clifford T. Harvuot, Manager 

Mortgage Loan Department 

Robert A. Cline, Inc 

Cincinnati, Ohio 

F. W. Bills, President 

The Bills Management and Mortgage 
Corporation 

Chicago, Illinois 

John R. Moynahan, President 

John R. Moynahan Properties, Inc 

Indianapolis, Indiana 

Irving L. Wharton 

Standard National Bank 

Woodside, L. I, New York 


M. L. Hall, President 

Meridian Mortgage Co., Inc. 
Indianapolis, Indiana 

John H. Dempster, Vice President 
Quaker City Federal Savings and Loan Assn. 
Philadelphia, Pennsylvania 
Frederick W. Berens, President 
Frederick W. Berens, Inc 
Washington, D. C 

H. C. Bailey 

Jackson, Mississippi 

Fritz C. Carlson, Vice President and Treasurer 
Fritz Carlson Realty Co 

Rockford, Illinois 

IT. N. Meredith 

Indianapolis, Indiana 

A. E. Seymour 

Almour Mortgages, Inc. 

Cleveland, Ohio 

W. L. Christopher, President 

W. L. Christopher & Associates, Inc. 
St. Louis, Missouri 


James D. Kauthman, President 
James D. Kauffman, Inc 

New Haven, Connecticut 
Wayne Harryman, President 
United Mortgage Company, Inc. 
Indianapolis, Indiana 


This list may seem a little out-of-date 
to many members because it only in- 
cludes those actually voted on the day 
before the New York Convention open- 
ed. Since then many applications have 
and most—if not all—of 
those who have applied for membership 
will be admitted at the February, 1942 
Board of Governors meeting in St. Louis. 
A list of members from October Ist, 
1941, to February 20, 1942, will be pub- 
lished immediately after that. 

President Champ has requested that 
all MBA members extend all-out aid this 
year in the membership drive because he 
feels this is a particularly important year 
for full effort in this activity. 


been received, 


R. O. DEMING, JR. INJURED 
IN AUTOMOBILE ACCIDENT 
One of MBA’s most widely-known 
members, R. O. Deming, Jr. of Oswego, 
Kansas, was seriously injured in an auto- 
mobile accident near Pleasanton, Kan. in 
mid-November and is now confined to 
Burke Street Mercy Hospital in Ft. 
Scott, Kansas. The accident occurred 
when he and members of his staff were 
on a field trip. Stopping to repair a 
flat tire, he was thrown 25 feet by a 
passing car. Mr. Deming suffered num- 
erous cuts and bruises and a compound 
fracture of the left leg. As this goes 


to press, he is recovering rapidly. 


MBA SURVEYS MEMBERS TO 
GET CONVENTION OPINIONS 


To most MBA members, the 1942 
Convention is still a long way off; most 
of them, in fact, are thinking more of the 
1941 meeting than they are of 1942. 
MBA’s Program Committee, however, 
has already begun its work to determine 
just what members want at the 1942 an- 
nual Convention—what kind of speak- 
ers, what sort of entertainment and how 
much, how many Clinics, etc. Ques- 
tionnaires have gone to the entire mem- 
bership and more than 70 have already 
been referred to MBA Vice President 
C. A. Mullenix for study. Many inter- 
esting and novel ideas have been sug- 
gested. Some members have written 
very frankly suggesting weaknesses in 
past programs and suggesting further 
changes. All suggestions will be given 
careful consideration. Have you sent 
in your questionnaire? If not, do it to- 
day. Your expression of opinion is 
wanted. We would like the 1942 meet- 
ing to reflect as closely as possible the 


wishes of MBA members. 


MBA LEGISLATIVE GROUP 
ACTIVE IN MANY EFFORTS 


MBA’s Federal Legislative Committee 
has been one of the most active of our 
many committees so far in this Associa- 
tion year. It is headed by William L. 
King, president, Boss & Phelps Mortgage 
Co., of Washington, D. C., who has 
kept the national MBA office well in- 
formed on the constant changes and 
legislative maneuvers going on in the na- 
tional capital. Members have, of course, 
received the bulletins on the Fulmer bill, 
rent control and other matters and are 
familiar with the opinions expressed in 
them. The Committee has also perform- 
ed a commendable service in keeping in 
touch with State chairmen who, in turn, 
have been very active in communicating 
our views to legislators in their sections. 
We have reason to believe that through 
the workings of our federal legislative 
group the voice of MBA has been heard 
and its views given studied consideration. 





Utah MBA has voted its opposition to 
the pending Fulmer bill. In the future, 
chapter meetings will be held the last 
Friday in each month. 
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PREMIUMS AND COMMISSIONS 


A government official recently de- 
clared: 

“We notice that where they are pay- 
ing premiums as against commissions, 
there is a great variance all over the coun- 
try. We find that the districts where pre- 
miums are being paid are those with rich 
surrounding communities and with. small 
towns with rich banks. For instance, 
through Ohio, in certain parts of Illinois 
and the West and a little in certain parts 
of the Pacific Coast, they are paying 
premiums small banks in 
those communities are crying for FHA 
loans. They come to the larger cities 
to buy loans from correspondents or curb- 
stone brokers. Those fellows get to com- 
peting—and you get premiums. 

“On the other hand, in certain large 
Eastern cities, the variance is great. Some 
concerns are paying premiums and some 
are getting 1/7 per cent commissions. The 
costs of the commissions are being paid 
mostly by the large construction people. 
To get the service and the volume of 
money to make these loans on forty and 
fifty houses at a crack, they actually have 
been paying 1/4 per cent commission 
in one city I know. We've noticed par- 
ticularly that the communities where 
premiums are being paid are the thickly- 
settled, moneyed communities.” 


because the 


In the next issue: An article on “Eight 
Effects of the War on Real Estate and 
Mortgages” by a New York trust official 
and another by T. W. Grogan on urban 
decentralization. “The Mortgage Busi- 
ness in Philadelphia” has been re-sched- 
uled for a later issue. 


MORAL RESPONSIBILITY AS SECURITY FOR MORTGAGES 
(Continued from page 1) 


the smart man tries to profit by them. 
In my opinion it is foolish to believe that 
all of this can be accomplished on short 
notice. A man with outstanding faults, 
such as carelessness in paying his bills, 
over-drawing his bank account, etc., can- 
not correct all of them when he begins 
to acquire a home. 

Correspondents usually try to explain 
short-comings on the part of an appli- 
cant and after investigation honestly feel 
that they will not repeat their faults. 
On analyzing slow-paying loans, I have 
been forcefully struck with the fact that, 
in a majority of the cases, there was an 
indication in the credit report that pay- 
ments would not be made promptly. I 
realize that we cannot all have perfect 
credit reports but it seems foolish to go 
to the trouble and expense of obtaining 
a report and then ignored certain funda- 
mental principles and accept a loan, hop- 
ing and trusting that the borrower has 
turned over a new leaf and reformed. 


Salary vs. Commission 


In a few instances I have requested ad- 
ditional and more extensive reports in 
cases where the first reports showed signs 
of weakness. I have usually found that 
the more exhaustive report merely en- 
larged on the weaknesses and really made 
the applicant’s credit appear worse than 
it did originally. 

I think one of the most interesting 
questions which come up in our execu- 
tive and finance committee meetings are 
the arguments concerning the man on 
straight salary and the man on a com- 
mission I have always favored 
the man on a straight salary because he 
knows exactly how much he earns each 
month. If he and his wife budget their 
funds properly, they will always be in 
position to make their payments on the 
first day of each month just as they paid 
their rent. The man on commissions is 
more or less uncertain. We receive nu- 
merous letters advising us that a certain 
borrower is hopeful of making a sale 
and collecting a commission in order to 
pay off some delinquent accounts. 


basis. 


It is just the difference between a cer: 
tainty and an uncertainty; and in today’s 
market when we are receiving such low 


interest, we should do everything possible 
to deal only in certainties and avoid the 
uncertainties. A man who has been on 
a commission basis for years and has 
proven his ability to pay by past ex- 
perience is in an altogether different 
category than the man who is just start- 
ing on commission. 

There is also the type of borrower who 
has a fixed annual income but receives 
money from other sources such as teach- 
ing music, selling real estate or other 
side lines. I have never placed any re- 
liance on this additional income. I feel 
he should live in the type of home 
which he could maintain and support 
without it. 

In recent years we have been asked to 
give a great deal of credence to the salary 
earned by the wife on an applicant and 
the income derived from their children. 
So far as the wife’s income is concerned, 
it isa very uncertain item, not because 
she is not thoroughly capable of earning 
the income she receives but because mar- 
riage usually results in children, which 
in turn usually means she stops working. 
We do make allowance for this income 
but I have not been entirely sold on do- 
ing so unless the man’s salary is inade- 
quate to carry on should it become nec- 
essary for the wife to discontinue her em- 
ployment. As for children’s income, I 
am much opposed to this even though the 
children should endorse the note. I do not 
favor granting any allowance and am 
opposed to requesting the children to 
endorse the note. Children have a right 
to marry. When they do, they usually 
leave their parents and establish homes. 


Loans to Single Women 


A friendly argument can always be 
started when anyone opposes a loan to 
a single woman. I have never favored 
such loans unless the woman has rela- 
tives living with her. It seems to me that 
a single woman who is employed is tak- 
ing on a great responsibility when she 
buys a house subject to a heavy mort- 
gage. Homes are intended fundamen- 
tally for families and not for single oc- 
cupancy. I realize that it is every per- 
son’s privilege to own a home if he or 
she desires; but I would prefer someone 
else make loans of this type. 
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8 
News and Views 
What do you think of the operation 
ot the Soldiers and Sailors Relief Act 
is it applies to FHA mortgages? One 


member says he feels the w rkings of this 
law are confusing to the public and the 
procedure unsatisfactory for mortgage in 
vestors He that a change 
might be made whereby FHA, upon be 


suggests 


ing shown the 
would guarantee the investor in 


proper supporting evi 
dence, 
terest at the debenture rate without legal 
proceedings actually being started. Cases 
of this sort aren’t common yet, he points 
out, but will no doubt be as the army 
increases. The Mortgage Banker expects 
to publish an article on the subject soon 


Priorities and curtailment of private 


building have made it somewhat more 
difhcult for 
iwree on standardization of methods and 
practices, according to W. Robert Mc 
Murray of the Portland MBA, primarily 
because of “the different loan policies of 


represented by 


local mortgage groups to 


correspond 
loans in Portland 


McMurray 


principals 
Construction 
one-third, 


ents.” 
are down about 


said 


Cleveland MBA members joined with 
other civic groups recently in attending 
a meeting to hear Earle S. Draper, assist 
ant FHA administrator, speak on “How 
Can Our Cities Rebuild?” This subject 
was to have been discussed by Mr. Drap 
er at the New York Convention. Un 
fortunately it wasn’t covered because of 
lack of time. 


MBA Secretary George H. Patterson 
described preliminary plans for the first 
1941 MBA Clinic in St. Louis February 
21 to members of the St. Louis MBA at 
their recent meeting. Other speakers in- 
cluded L. E. Mahan, MBA 
vice president, and an official of Real 
Estate Analysts, Inc. 


regional 


Baltimore MBA members at their re 
cent meeting heard John McC. Mowbray, 
head of the NAREB Priorities Commit- 
tee, speak on the work being done by 
that group. 


MBA’s First Three 1941 Clinies to Be in 
St. Louis, Seattle and Los Angeles 


MBA will hold four regional Clinics 
this year, the first in St. Lowis Saturday, 
February 21, following the regular Board 
Governors meeting on the 20th, the 
Seattle the third week of 
March, the third in Los Angeles the 
fourth week of March and the fourth 
and last Clinic in some Middle Western 
or Eastern city to be announced soon. 

The St. Louis Clinic will be in charge 
of MBA Regional Vice President L. E. 
Mahan and members of the St. Louis 
MBA will assist in arranging the meeting. 
It will be somewhat different from pre- 
vious regional Clinics in that less time 


second in 


will be given over to prepared addresses 
and more time to’open forum discussion. 

Six principal topics have been selected 

interest rates (present trend and level), 
acquisition of business, advertising meth- 
ods, appraisals (present influences) pri- 
orities and rent control. One 15-minute 
iddress will be delivered on each subject 
followed by two five-minute talks after 
which the subject will be submitted to 
the floor for general discussion 


FRANK D. HALL’S ARTICLE 
(Continued from page 3) 

new apartments than on those a few 
years old is not borne out by past ex 
perience. Except in periods of rising 
rents, apartments take their greatest loss 
in rents and value during the first five 
years, because, a new apart 
ment with later gadgets, with a more 
modern kitchen or refined pastel coloring 
in the decoration draws the tenants from 
the older buildings. 


as a rule, 


Amortization rates cannot be fixed by 
generalization or formula. The 
future for one property is more secure 
than for another having all the outward 
appearance of similarity. The rates sug- 
gested are for typical properties and 
maximum loans. Less amortization on 
loans with a wider margin at the he- 
ginning accomplish the same result in the 


end. 


exact 


Milwaukee members recently joined 
with the local real estate board in spon- 
soring a luncheon meeting to hear an 
address by Arthur W. Binns of Phila- 
delphia. 


Our second Clinic in Seattle (our sec 
ond in the Far West, incidentally, the 
first being in Los Angeles in 1940) will 
be in charge of Roy F. Taylor, vice presi- 
dent and manager of the mortgage loan 
department of the Seattle Trust and Sav- 
ings Bank. W. L. Eggert, vice president, 
Seattle-First National Bank Spokane and 
Eastern Branch, will be co-chairman. 
Questions for this Clinic will be takén 
from those submitted by Far Western 
members. 

The third Clinic in Los Angeles will 
be in charge of Wallace Moir, president, 
Belmont Company and MBA ‘re 
gional vice president. Mr. Moir has 
worked out rather elaborate plans for 
this meeting. He will seek from members 
what they consider the three most im- 
portant questions in mortgage banking 
today and from the group will select 
about 15 or 20. 

A particularly unusual feature of the 
meeting will be the invitations Mr. Moir 
will extend to certain well-known per- 
sonalities on the West Coast, men of 
national prominence. It is contemplated 
that among these will be the president 
of one of the largest utility companies 
in the country, one of the largest banks 
and one of the largest life insurance com- 
panies. The meeting will adjourn at 
noon for luncheon when probably one 
or two speakers will address the group. 
Mr. Moir’s plans indicate an exception- 
ally interesting and unique Clinic meet- 
ing. 

Registration fees at all Clinics will 
be $5.00 and all will be one-day sessions 
(unless the St. Louis Clinic should be 
changed to two days). All of them are 
in the planning stage now and MBA 
members are requested to submit any 
ideas and thoughts they have which will 
assist in making these regional meetings 
of maximum value. Most MBA mem- 
bers have now attended one or more 
Clinics and have a good idea as to what 
are the best features. MBA is trying to 
eliminate everything that is not of maxi- 
mum value and interest for those attend- 
ing. 

February, 1942 begins our third year 
of Clinics. This Association activity re- 
mains highly valuable for members, judg- 
ing from the opinions expressed. 
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Report from the 
Kansas City MBA 











Kansas City MBA has been fairly suc- 
cessful in keeping mortgage advertising 
free from mentioning specific rates - 
“particularly when they are below the 
market,” according to W. Laurence 
Smith, president. Occasionally such an 
advertisement does appear but members 
are opposed to the practice and are try- 
ing to end it entirely. 

The chapter has not as yet been able 
to standardize the procedure for handl- 
ing construction loans, partly because 
not many members make them. It is esti- 
mated that about 70 per cent of all con- 
struction loans made by Kansas City 
MBA members are made by one member. 
This organization has been reluctant to 
consider changes and particularly unwill- 
ing to consider establishing a charge for 
the service. 

This is an unique case similar to none 
which Local Chapter News has encoun- 
tered in recent months in its discussion 
of this phase of mortgage banking. Ob- 
viously, with such a preponderance of 
loans emanating from a single institution, 
there is little reason for a Chapter to 
exert itself too much along these lines. 
Construction in Kansas City, however, 
has declined only slightly in the past six 
months. Defense housing under Title 
VI has made up for the decline in con- 
struction of larger properties. But mort- 
gage men expect a rather marked decline 
in the next six months, and say that the 
competition for refinancing loans is 
much keener now than earlier this year. 

The Chapter’s last meeting was De- 
cember 10 when William L. Embree, vice 
president, National Fidelity Life Insur- 
ance Company of Kansas City spoke on 
“The Importance of Security.” 





Black Hawk County (lowa) MBA Organized 
With W. W. Beal, Waterloo, as President 


Organization has been announced of 
the Black Hawk County Real Estate 
Mortgage Association with W. W. Beal, 
president, Iowa Securities Company, 
Waterloo, as the first president. John 
Leavitt, Cedar Falls National Company, 
Cedar Falls, has been named vice presi- 
dent and T. H. Glasener, Perpetual 
Building & Loan Association, Waterloo, 
secretary and treasurer. Governors in- 
clude the three officers and L. B. Miller, 
Cedar Falls Building & Loan Association, 
and O. L. Wynkoop, Wynkoop Mort- 
gage Company. 

Initial membership consists of 15 rep 


resentatives of banks, mortgage houses 
and other lenders. Articles of incorpor- 
ation have been adopted and standing 
committees appointed. Meetings are to 
be held on the second Monday of each 
month except July and August. 

“Mortgage men here are heartily in 
favor of our new group,” Mr. Beal said 
“and we hope it will be the means for 
bringing about more uniform practices 
and generally raise the standards of con- 
ducting our business.” 

Mr. Beal acknowledged the aid given 
the new group by Fred H. Quiner and 
O. M. Garrett of Des Moines. 


One Per Cent FHA Closing Cost Schedule 
of Oklahoma MBA Holding Over the State 


One of the most comprehensive loan 
schedules adopted by an MBA local chap- 
ter — that of the Oklahoma MBA last 
June—is still being rigidly adhered to as 
far as closing charges are concerned, ac- 
cording to Luther M. Miller, Chapter 
president. The Chapter’s original sched- 
ule provided for a minimum commission 
of 1 per cent on all FHA loans, a closing 
charge of approximately 1 per cent with 
a set minimum of about $42.50 and no 
bonuses to outsiders for bringing in loans. 
The commission provision was broken 
about two months ago and FHA mort- 
gagees in Tulsa and Oklahoma City are 
making insured FHAs without commis- 
sion but the 1 per cent is being charged 
elsewhere in the State. 

While the temporary setback suffered 
by this State group has proved disap- 
pointing to members generally, it is felt 
that it will not discourage further coop- 
erative efforts along similar lines. 

New dwelling construction in the State 
has declined about 50 per cent, Miller 


said. Advent of priorities and the other 
unusual problems besetting mortgage 
men today have made it somewhat more 
dificult to agree on standardization of 
methods and practices primarily, he 
added, because most mortgage companies 
foresee a reduced volume ahead and have 
become more concerned with increasing 
their volume than with agreements as to 
methods and practices. There has been 
no portfolio raiding, Miller pointed out. 
Keener competition for refinancing loans 
is seen in the future. 

The most recent meeting of Okla- 
home MBA was held in Oklahoma City 
in late November with Don R. Nicolson, 
State FHA Director, speaking on priori- 
ties. The Chapter’s annual meeting is 
scheduled for the second week in Janu- 
ary in Tulsa when officers will be elected. 


See The Mortgage Banker, December 
15, 1941, for additional news of MBA 
chapters. 
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DETROIT REPORTS LOANING 
SCHEDULE WORKING WELL 

Some mortgage houses in Detroit are 
charging a larger fee on FHAs than the 
$10 minimum and |! per cent recently 
adopted by Detroit MBA members and 
the schedule has worked out to the gen- 
eral satisfaction of mortgage interests in 
the city, Charles H. Sill said. 

“If a man needed $500 he pays $10 
but if he needed $1,500 his charge would 
be $15. It has proved to be a good thing 
for mortgage companies as it has had a 
tendency to put the brakes on some build- 
ers who were trying to do business on 
others’ money.” 

Construction loans are down about 
60 to 65 per cent and lenders are pro- 
ceeding very cautiously, Sill said. 

“I can't see that priorities and the 
other unusual things we have to contend 
with these days will have an adverse 
effect on standardization of practices. In 
fact, I think they will tend to strengthen 
our group. I think fear has curtailed 
building as much as anything else. I 
know several people who have started 
homes in recent weeks and experienced 
no difficulty in getting essential materials. 

“Due to the big drop in FHA business 
we are bound to see greater competition 
in the conventional loan field. Many 
conventional loans being placed on 
homes today at a 4/2 per cent interest 
rate were originally financed with 80 per 
cent FHA money at § per cent.” 

Detroit MBA's annual meeting was 
December 11th. The Chapter has just 
published a roster of all members show- 
ing types of loans made by each. 
“REFINANCING WAR” IS ON 

IN TEXAS, SAYS MBA HEAD 

“The refinancing and rating war has 
already started in Texas,” T. A. Blakeley, 
president, Texas MBA, told Local Chap- 
ter News when asked if he thought keen- 
er competition for refinancing would de- 
velop. There has been a 50 per cent 
decline in construction loans, Blakeley 
estimated. 

He said priorities and the other un- 
usual problems of the moment ought not 
hurt further progress in standardization 
of practices but rather should stimulate 
efforts of this kind. Some mortgage men 
in the State are advertising minimum 
rates and “some of it is apt to be mis- 
leading,” he added. 

The Chapter’s annual Convention is 


scheduled for April. 


Iowa MBA Elects C. L. Roe President; Some 
Early History of This Chapter Recalled 


C. L. Roe, secretary, the Conservative 
Bond and Mortgage Company, Sioux 
City, was elected president of the Iowa 
MBA at the Chapter’s annual meeting 
in Des Moines November 18th and 19th. 
He succeeds Earl Linn, vice president, 
Weitz Investment & Realty Company, 
Des Moines. 

Fred H. Quiner, assistant vice presi- 
dent, Central National Bank and Trust 
Company, Des Moines, was named vice 
president and Orville Gore, lowa-Des 
Moines National Bank and Trust Com- 
pany, Des Moines, was named secretary 
and treasurer. 

The new slate of governors includes 
J. R. Astley, Valley Savings Bank, Des 
Moines; Mr. Linn; W. W. Beal, Iowa 
Securities Company, Waterloo; J. W. 
Leavitt, Cedar Falls National Company, 
Cedar Falls; and John McGill, Equitable 
Life Company of Iowa, Des Moines. 

This chapter always sponsors a well- 
attended and instructive annual meeting. 
This year’s attendance was around fifty 
and reports from various members over 
the state say the meeting was one of the 


Chapter’s best. 


The Northern New Jersey MBA re- 
cently sponsored a Builders Priorities 
conference in Newark attended by more 
than 400 builders. Participating were 
John C. Thompson, Chapter president 
and MBA regional vice president, and 
Cowles Andrus, Chapter vice president. 
Speakers included Warren J. Lockwood, 
FHA State Director; Edgar H. Arnold of 
OPM; Harry Hoey, assistant to the FHA 
State Director; and Philip F. Henehan, 
FHA Production Manager. 


Construction loans in Cincinnati have 
declined about 50 per cent, probably 
more, according to Clifford T. Harvuot, 
Chapter president. Inasmuch as the vol- 
ume of new construction and the number 
of new loans available is going to be 
considerably less in 1942, Mr. Harvuot 
expressed the fear that competition may 
again reach the “throat cutting” stage, 
particularly on acquisition costs. This 
Chapter dispensed with its December 
meeting, and will hold a Christmas party 
instead. 


This MBA chapter has one of the most 
interesting past histories of any now 
afhliated with the national Association. 
G. M. Titus, president, Titus Loan and 
Investment Company, Muscatine, was 
the first president and instrumental in 
the group’s organization was Frank C. 
Waples of Cedar Rapids. Mr. Waples 
has been prominent in MBA affairs for 
many years. He was formerly a gover- 
nor and is now active in the Legion of 
Mortgage Bankers. 

The group began with 60 members. 
At the first meeting the principal speaker 
was Henry Wallace, Sr., grandfather of 
the present vice president of this country. 
Mr. Wallace, when he received his invi- 
tation, wanted to know what he should 
talk about. “Talk about the future of 
corn belt farm land,” Titus said. 

And he did. Mr. Titus recalls some 
of it: 

“No one can understand why but it 
seems that the very best part of the 
agricultural land was platted 300 miles 
square and called the state of Iowa. The 
average rainfall in this state up to the 
present time is 57 inches per annum. 
That has made Iowa land very produc- 
tive. I give it to you as my judgment that 
if the immigration laws of our country 
are not changed, the population of this 
country is bound to increase quite rapid- 
ly. (A few years afterwards the immi- 
gration laws were changed). Owing to 
our superior advantages over other states 
and the steady increase of population, 
I look for all the good land in Iowa to 
reach an average price of at least $200 
an acre, unless we should have a World 
War, which we may have some time. In 
the event of a World War, I look for 
the price of land to rise very rapidly 
and after the war to go down more rapid- 
ly than it increased in price.” 

There’s one for the record—a predic- 
tion of the first World War and remem- 
ber this was 45 years ago (possibly even 
a little longer; our historical data as to 
dates in this matter are a little obscure). 


The chapter continued to grow. Mr. 
Titus was reelected for the second year. 
At the next annual meeting, Tama Jim 
Wilson, (how many farm members re- 
call him?) who had recently given up his 
post as secretary of agriculture, spoke. 
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REPORT FROM BIRMINGHAM 


While mortgage bankers in Birming- 
ham who are members of the MBA 
Chapter there seem disposed to favor 
greater standardization of methods and 
practices of doing business, judging from 
reports received by Local Chapter News, 
any action to make it possible has not 
reached the point where concrete results 
can be secured. O. G. Gresham, new 
Chapter president, reports that approved 
FHA mortgagees are paying finder’s fees 
to contractors, lumber dealers, real es- 
tate operators and others and secure their 
profit principally from selling the loans 
to institutional buyers and banks. So far 
the Chapter has been unable to effect 
any type of agreement. Specific interest 
rates are commonly advertised in Bir- 
mingham and again no agreement to 
eliminate it has been secured. 

While the abnormal conditions existing 
today probably make ‘it somewhat more 
dificult to effect agreements and hold 
them in force, mortgage men generally 
who have been active in this effort declare 
that it is periods such as these that test 
the mettle of voluntary agreements. 

Confirmation of this is seen in a re- 
port from the Nashville MBA by Doug- 
las M. Wright, Chapter president, who 
says that “unfortunately our group at the 
moment is somewhat dormant due to 
keen competitive conditions in the busi- 
ness and our inability to get together on 
any sort of mutual basis.” 

Mr. Wright has provided the cue for a 
little editorializing. What he says, in 
effect, is that his Chapter is not func- 
tioning as it should, or might be expected 


9 tbs 


to, because of members’ “inability to get 





E. F. CRAMER 


£. F. Cramer, manager, real estate loan 
department, First Galesburg National 
Bank and Trust Company, Galesburg, 
Illinois, is the new president of Illinois 
MBA—one of many new MBA chapter 
heads named so far at Fall and Winter 
meetings. He has been a member of the 
Illinois chapter since formation and was 
chairman of the group’s legislative com- 
mittee this year. He succeeds A. E. 
Streitmatter of Peoria. 


Other new MBA chapter presidents 
named so far this season include Dan C. 
Crane, Cleveland MBA; Ralph B. 
Knapp, Seattle MBA; Bethel T. Hunt, 
Memphis MBA; O. G. Gresham, Bir- 
mingham MBA; and C. L. Roe, Iowa 
MBA (see this issue). 








together on any sort of mutual basis.” 

The point we had in mind is so clear 
it needs no further elaboration; and it 
serves to emphasize that the gains of 
recent months along these lines ought not 
be sacrificed to the unusual times and 
conditions. If the agreements were good 
six months ago, they are good now. Fur- 
ther, mutual, reasonable and voluntary 
agreements to help mortgage banking is, 
it appears to us, the backbone of success- 
ful Chapter operation. 

Think that over when, as and if the 
suggestion is made that volume is more 
important than sane, sensible regulation 
—with profit. 


SAN ANTONIO TRIES TO 
SECURE UNIFORM METHODS 


As a result of cooperative action, the 
San Antonio Mortgage Bankers Asso- 
ciation has been partially successful in 
reducing excessive loans and curbing 
loan raiding in the city, according to 
data supplied for this first report from 
this mortgage association. The group 
was organized in November, 1938 with 
Frank Wolff, president, W. K. Ewing 
Co:, Inc. and MBA governor, as its first 
president. B. D. Kennedy served as the 
first secretary. L. R. Cary is now head 
of the Association and J. W. Haymore 
is secretary. 

When the group was organized, mort- 
gage conditions in San Antonio “were 
in a chaotic condition,” according to a 
charter member. Mortgage bankers de- 
termined to correct them through chap- 
ter organization if that method would 


do the job. 

Success did not come immediately but 
the organization did succeed initially in 
eliminating the payment of fees to con- 
tractors, lumber men and others but un- 
fortunately the practice has since reap- 
peared in San Antonio. 

Despite these later reverses, members 
féel that the Association has established 
itself and that the wisest policy at the 
moment is to keep the organization alive 
and working so that the few individuals, 
who so far have been reluctant to cooper- 
ate, will eventually see the wisdom of 
extending their aid to standardization of 
practices and methods which will react 
to the benefit of all. 


WILL DISCUSS APPRAISALS 


Northern California MBA's _ next 
meeting is in January and the subject of 
the principal address will be Appraise- 
ments in View of Current Events” but 
the speaker has not yet been selected. 
Construction loans in the area have de- 
clined about 50 per cent, it is said. San 
Francisco has not, however, felt the ef- 
fects of priorities particularly as far as 
mortgage lending is concerned. 


NEBRASKA MEETS IN JANUARY 


The Nebraska MBA expects to meet 
early in January, G. K. Baumgartner, 
president, announced. A decline of 
about 25 per cent has been noted in con- 
struction loans in that section, he added. 





Local Chapter News ¢ 


December 15, 1941 





SEES FURTHER DISLOCATION 
IN CMBA’S FHA PROPOSAL 


A “further disintegration of the mort- 
gage loan market” is foreseen by an MBA 
member in the recommendation of Chi- 
cago MBA's FHA Committee to the ef- 
fect that a mortgagor should not be 
required to contact the present holder of 
an FHA insured loan before accepting 
the offer of another house to refund the 
existing loan. 

(Chicago MBA members have since 
voted to kill this proposal.) 

This member—associated with one of 
the leading institutions in the Associa- 
tion—has some definite views on the mat- 
ter. He declared: 

“This proposed action disturbs me be- 
cause I see in it the means of further 
disintegration of the mortgage loan mar- 
ket by facilitating raiding of the other 
man’s loans. I note in your article that 
some Chicago MBA members say the 
practice is causing animosity between 
members. This is probably true, but 
isn’t this animosity caused because the 
first fellow is trying to take something 
from the second? When the second fel- 
low doesn’t let him get away with it, the 
first fellow feels hurt. 

“There certainly is little enough pro- 
tection in existing FHA-insured loans 
to the person who has had the foresight, 
initiative and skill in making the loans. 
I feel it would be a bad thing for the 
business in general to take away what lit- 
tle protection the present mortgagee has 
in FHA-insured loans. It would be a 
bad thing for business, because I can 
foresee increased raiding which will tend 
to reduce interest rates further and will 
effect non-FHAs as well as insured 
loans.” 


FT. WAYNE MBA SCHEDULE 
Members of the Ft. Wayne MBA 


are limiting payouts on construction 
loans to two instead of four, according 
to Frank J. Mills. No payment is made 
until the house is under roof and all 
materials such as the furnace, plumbing 
and wiring are on the premises. The 
second payment is made when the house 
is completed. Construction loans have 
declined about 25 per cent in Ft. Wayne 
and stiffer competition is expected in 
refinancing loans, it is said. This Chap- 
ter’s members are meeting regularly for 
informal discussions of mutual problems. 


S. CALIFORNIA MBA SEEKS 
“NO COMMISSION” IN ADS 


The prospect of initiating some pro- 
gram to which all members of the South- 
ern California MBA adhere and 
which will bar the commission” 
theme in advertising was the principal 
topic of discussion at the recent meet- 
ing of this Chapter. Achievement of 
this goal is considered by many as a logi- 
cal next step following the program 
inaugurated several months ago which 
provided for no advertising of rates be- 
low 4 per cent. This schedule has 
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been adhered to without exception, mem- 
bers report 

Opinion was divided on the plan and 
no definite action has been taken although 
the subject will be considered at subse- 
quent meetings. 

At the meeting, John M. Marble re- 
ported on the New York Convention, N. 
V. Alison spoke on what was said at 
New York about priorities, H. F. Whit- 
tle discussed the Glass-Steagall rent con- 
trol act, Wallace Moir described pre- 
liminary plans for MBA's big Clinic in 
Los Angeles in March and T. S. Burnett 
read his Clinic address. 





From 1928 to 1932, the mort- 
gage rate in California was about 
7 per cent and we got a 3 per cent 
bonus. From then on, it began to 
drop rather rapidly, and at the 
present time it is down to 5 and 
4’. per cent and sometimes 4 per 
cent. We were pretty well stabil- 
ized at 4'/, per cent when one or 
two organizations started to adver- 
tise 4 per cent. 

Finally, we found we were all 
advertising 4 per cent, but it was 
actually nothing more than bait. 
It was just false advertising. We 
decided to do something about it. 
We got together and finally 
eliminated that practice. At the 
present time there is no advertis- 
ing at 4 per cent in our section. Oc- 
casionally an advertisement will 
pop up and then disappear. I think 
our group did a constructive thing 
in seeking some reasonable stabil- 
ization in this regard. 

It seems to me that the big prob- 
lem in MBA chapters is that most 
of our troubles start with the indi- 
vidual. We have problems, we 
have troubles; and as long as we 
are in business we are going to 
have them. In our section, there 
seems to be a tendency to look to- 
ward the association for the solu- 
tion. Then the local association 
looks to the parent association for 
the solution. Many look to the 
life companies or the lenders for 
the solution; and sometimes they 
look to the government for the so- 
lution. And so it goes, right on 
down the line. Each one who 





DESIGN FOR LIVING WITH YOUR COMPETITORS 


looks to the other for something 
becomes weak. I have found that 
I must start with myself and de- 
cide what I am going to do in solv- 
ing a problem. I try to cooperate 
with others—but not for the pur- 
pose of shoving that problem off 
onto them—out of sharing it and 
finding ways and means to solve it. 

It seems to me that if we will 
all do that, we will be able to main- 
tain our identity as correspondents, 
but if we look to somebody else for 
the solution we are going to cease 
to exist as correspondents. 

I think our chapter has endeavor- 
ed to put backbone into the indi- 
viduals that comprise it and to get 
them to feel—as we used to—that 
changes are bound to occur. We 
have priorities now and when pri- 
orities are over, we are going to 
have something else. We are 
afraid of building and construction 
loans now; and when that period 
has passed, we are going to have 
some other problem. We have al- 
ways had changes; but when we 
get used to changes and turn them 
to profit for ourselves then, and 
only then, are we going to make 
enough money to get along, enjoy 
life and be of real service to the 
community. 

I think the important problem 
for an association is to seek out the 
changes that are taking place in 
our industry and to profit from 
them by solving in a cooperative 
way the problems which they cre- 
ate—Wéallace Moir, MBA Region- 
al Vice President, Los Angeles. 














